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ONE BILLION DOLLAR 
ANNUAL REPORT 




SAN LEANDRO, CALIF.: 

Corporate Offices, Northern Regional Offices 
and Distribution Center on 65 acres of land in 
San Leandro with 740,000 square feet of build¬ 
ings serving over 100 stores in Northern Calif. 


BUENA PARK, CALIF.: 

Southern Regional Offices and Distribution 
Center on 45 acres of land in Buena Park with 
760,000 square feet of buildings serving over 
100 stores in Southern California and Arizona. 



PHOENIX-TUCSON AREA 
16 STORES 








YEAR IN BRIEF 


SALES 

EARNINGS 

(Before Taxes on 
Income) 

NET EARNINGS 

EARNINGS 
(Per Share 
Common Stock) 


1968 


$ 1 , 028 , 297,000 


28 , 296,000 


14 , 358,000 


2.65 


1967 


$ 646 , 553,000 


22 , 131,000 

11 , 983,000 


2.25 


* DENOTES MAY’S DRUG STORES 


MILAN, ILLINOIS: 

Eagle Complex Offices and Distribution Center 
on 44 acres of land with 470,000 square 
feet of buildings serving 119 stores in Illinois, 
Iowa and Wisconsin. 



v ** *.*£-1 

23 EAGLE FOOD STORES * i J 7* 

16 MAY S DRUG STORES *. * . . 
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SALES AND EARNINGS 

Sales exceeded $1 billion, making Lucky one of the 
20 largest retail merchandising firms in the United 
States. 

Earnings amounted to $2.65 per common share. 

In our 1968 fiscal year, 53 weeks ended February 2, 
1969, sales were $1,028,297,000—an increase of 59 
percent over 1967 sales of $646,553,000. 

Net profit was up 19 percent, with earnings of 
$14,358,000 or $2.65 per share, compared to $11,983,- 
000 or $2.25 per share in 1967 (after adjustment for 
the three percent stock dividend). The surtax, effective 
January 1, 1968, reduced profits by $1,445,000 or 27 
cents per share. 

Sales and earnings for 1967 have been restated to 
reflect the results of Tanne-Arden, Inc. and Brody’s, 
Inc., acquired in the third quarter of 1968, and ac¬ 
counted for on a pooling of interests basis. 

Operating results of the Eagle Complex are included 
since the date of purchase, April 1, 1968. 

DIVIDENDS 

In 1968, quarterly cash dividends of 30 cents per 
common share were paid in March, June, and Septem¬ 
ber. Your Board of Directors, at their meeting held 
November 21,1968, increased the quarterly cash divi¬ 
dend to 35 cents per common share, sent to you in 
December 1968. A three percent stock dividend was 
issued in July. Regular cash dividends were paid quar¬ 
terly on the preferred and preference shares. 

At their meeting of February 27, 1969, your Board 
of Directors declared a three percent stock dividend, to 
be issued July 22,1969 to shareholders of record June 
6,1969. Also, at that meeting a resolution was adopted 
to request shareholder approval to amend capitalization 
by increasing the authorized common, preferred, and 


FOR EACH $10 PURCHASE AT LUCKY: 



Farmers, Manufacturers, Distributors 

received . $ 7.95 

Employees Received for Wages and 

Other Benefits . 1.10 

Store Rent, Advertising, Shopping Bags 

take.42 

Painting, Repairing, Wear-and-Tear take .15 

City, State, Federal Taxes take.24 

Shareholders Received for Use of 

Their Funds.07 

Lucky Retained in Business 
To Pay Debts, Expand, Replace.07 


$ 10.00 




preference shares. If the shareholders’ vote at the An¬ 
nual Meeting in May is favorable, the Board of Direc¬ 
tors contemplates there will be a split of the outstanding 
common stock, through the distribution of one addi¬ 
tional share for each outstanding share, to be distrib¬ 
uted September 28, 1969 to shareholders of record 
September 5, 1969. 

CAPITAL AND FINANCIAL 

Capital additions for 1968 were $25.2 million. Of 
this amount, $7.3 million was invested in new stores 
and service facilities, $8.1 million was spent in remod¬ 
eling and refixturizing existing stores and facilities, and 
$9.8 million was invested in land and buildings used 
by the Company and owned by our real estate subsid¬ 
iaries. Our provision for depreciation in 1968 was $8.3 
million. 

In April 1968 your Company purchased the Eagle 
Complex, consisting of supermarkets, drug stores, and 
related facilities in Iowa, Illinois, and Wisconsin. This 
transaction was financed partially through the issuance 
of convertible debentures and partially through long¬ 
term notes. 

In the third quarter of 1968, we received all of the 
outstanding stock of Tanne-Arden, Inc. and of Brody’s, 
Inc., and their related corporations, in exchange for our 
convertible preference stock. These operations consist 


of ladies’ ready-to-wear and children’s departments in 
our Gemco stores, as well as conventional ladies’ dress 
shops in downtown areas and shopping centers. 

At year end our wholly-owned real estate subsidiaries 
owned 28 properties with an original cost of some $34 
million. These have been financed through 100 percent 
mortgages from various lending institutions. 

Contemplated 1969 expenditures will consist of $3.7 
million for real estate subsidiary properties, $7.1 mil¬ 
lion for new stores and facilities, and $13.9 million for 
existing stores and facilities. Internally generated funds 
and the use of mortgage debt for real estate subsidiaries 
will provide adequate funds. We believe the judicious 
use of debt is of benefit to our shareholders, since there 
is no dilution of equity. 

EXPANSION 

At year end we had a total of 399 stores in operation 
— 293 supermarkets and discount centers, 18 Gemco 
membership department stores, 34 drug stores, and 54 
ladies’ ready-to-wear stores, most of which are operated 
under the Arden name. The map inside the front cover 
of this report indicates the geographical location of our 
operating stores, other than the ladies’ ready-to-wear 
stores. Arden operates principally in California, with 
some 20 stores in 9 other states. 

In addition to the purchase of the Eagle Complex, 
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consisting of 89 supermarkets, 30 drug stores, a bakery, 
and a distribution center, during 1968 we opened 28 
stores (including five Gemco membership department 
stores) and closed six. Store openings included one 
in Arizona, 22 in California, one in Washington, two 
in Illinois, and two in Iowa. 

We plan to open 30 stores in 1969, consisting of 13 
supermarkets, 14 discount centers, and three Gemco 
units. We plan to close four supermarkets during the 
year. In February 1969 we opened our first store in the 
State of Oregon, and we are actively seeking additional 
sites in the major metropolitan areas of the State. 

In November, we opened a 93,000 square foot meat 
processing plant and warehouse in Buena Park, Cali¬ 
fornia, designed to serve our Southern California stores 
with their fresh meat requirements. In March 1969, 
construction was begun on a similar plant in San Lean¬ 
dro, California, to serve the Northern California stores. 
Also in March, construction was started on two milk 
processing plants, each approximately 34,000 square 
feet — one in Buena Park and one in San Leandro. These 
plants are designed to process fluid dairy products for 
distribution to our California stores. The San Leandro 
meat plant and the two milk processing plants should 
be in operation early in 1970. 

We are purchasing approximately eight and one-half 
acres of property in Pico Rivera, California for the con¬ 
struction of a 100,000 square foot soft goods ware¬ 


house. This facility should be in operation in the fall 
of 1969. It is designed to handle the soft goods require¬ 
ments of the Arden dress stores, as well as the super¬ 
markets and the Gemco units. It will replace the three 
small soft goods warehouses that were acquired as a 
part of the Tanne-Arden and Brody exchanges. Studies 
are under way on plans to increase the capacity of our 
warehousing facility in Milan, Illinois. This expansion 
probably will take place in 1970. 

In addition to expansion through new stores and 
service facilities, we converted eight stores from super¬ 
markets to discount centers during 1968. Nine such 
conversions are planned for 1969. These major remod¬ 
elings involve substantial expenditures. 

GENERAL 

In March 1968, in cooperation with the United States 
Department of Labor, we instituted a program to train 
and employ some 258 disadvantaged persons. Training 
facilities were established in San Leandro and Los An¬ 
geles, California. Community facilities were utilized 
in Seattle, Washington; Phoenix, Arizona; and San 
Diego, California. As of this time, approximately 200 
trainees have been employed through the program and 
are working in our stores. One year of classroom and 
on-the-job training is required to qualify the trainee as 
a journeyman clerk. It has been gratifying to see the 
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results, indicating private industry can do an effective 
job in helping solve some of our country’s problems. 
The expansion of this program into other operating 
areas is now under consideration. 

In the past, we have indicated that the after-tax profit 
realized by your Company — as is the case in our indus¬ 
try generally —is small in comparison to gross sales. 
In 1968, this amounted to 14 cents on each $10 cus¬ 
tomer sale. We have attempted to illustrate this more 
graphically on one of the charts in this report. 

Reports from the Department of Commerce indicate 
that living costs in cities throughout the United States 
for 1968 rose 4.6% over 1967. We feel, however, that 
food continues to be a major value and has maintained 
a more stable cost level than have most of the other items 
reflected in the cost of living index. Particularly, we 
believe that our merchandising methods have helped 
to hold food costs down, and thus retard increases in 
the living cost of our customers. 

We assure our customers that “reducing your food 
cost is our business^’ and we live up to this pledge by 
discounting prices on most products we sell in all de¬ 
partments of our food stores (excepting, of course, items 
subject to fair trade pricing or prices controlled by 
governmental agencies). We believe our growth will 
continue, because of the capable and dedicated em¬ 
ployees who are our associates within Lucky. We recog¬ 
nize the need to serve our customers well in order to 


merit their continued enthusiastic shopping acceptance. 

Mr. Charles Futterman resigned from our Board last 
October to accept a position with the Blue Chip Stamp 
Company. He made a fine contribution to our Board 
during the several years of his participation. We wish 
him every success. 

In December, Dr. Lawrence Lockley, professor of 
Business Administration and chairman of the Depart¬ 
ment of Marketing, University of Santa Clara, was 
appointed a member of our Board. 

We express sincere appreciation to each of our Board 
members. The policies established have made it 
possible for management to maintain and develop 
programs designed to stimulate employee enthusiasm, 
loyalty, and dedication. 

Gerald A. Awes 
Chairman of the Board 





EARNINGS PER SHARE COMMON STOCK* 

10 

YEARS 

1968 (S3 Weeks) 

$ 2.65 

1967 

2.25 

1966 

1.49 

1965 

1.36 

1964 (53 Weelo) 

.96 

1963 

.61 

1962 

.54 

1961 

.48 

1960 

.56 

1959 (53Weeks) 

.57 

'Years prior to 1968 adiustad tor stock d.vidends 

and prior to 1966 adjusted tor 10O\ stock distribution. 
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LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEET 


ASSETS 

February 2, 
1969 

January 28, 
1968 

Current assets: 

Cash and short-term securities. 

Accounts receivable . ^. 

Merchandise inventories, at the lower of cost (first-in, first-out or average) or market . 

Prepaid expenses and supplies. 

Store properties held for sale and leaseback (including $1,511,000 in 1969 
and $2,453,000 in 1968 to be held by consolidated real estate subsidiaries 
for which long-term financing commitments had been obtained). 

$ 17,353,000 
4,079,000 
65,726,000 
4,531,000 

7,891,000 

$ 14,722,000 
3,202,000 
38,165,000 
3,244,000 

6,627,000 

Total current assets. 

99,580,000 

65,960,000 

Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2): 

Lucky Stores, Inc. 

Real estate subsidiaries. 

57,803,000 

33,299,000 

32,039,000 

24,175,000 


91,102,000 

56,214,000 

Long-term receivables, licenses and other assets. 

3,911,000 

2,393,000 

Excess of purchase price over net tangible assets acquired (Note 1). 

13,531,000 



$208,124,000 

$124,567,000 

LIABILITIES AND STOCKHOLDERS’ EQUITY 



Current liabilities: 

Current installments on long-term obligations. 

Accounts payable and accrued expenses. 

Estimated federal income taxes. 

Deferred federal income taxes. 

$ 2,551,000 
65,838,000 
4,090,000 
570,000 

$ 1,660,000 
41,404,000 
4,300,000 
600,000 

Total current liabilities. 

73,049,000 

47,964,000 

Long-term obligations—installments due after one year (Note 3): 

Lucky Stores, Inc. 

Real estate subsidiaries. 

47,085,000 

32,730,000 

6,140,000 

23,667,000 


79,815,000 

29,807,000 

Deferred federal income taxes. 

1,440,000 

1,370,000 

Stockholders’ equity: 

Preferred stock, authorized—100,000 shares, $50 par value; 

400,000 shares without par value (Note 4). 

Common stock, authorized 10,000,000 shares, $1.25 par value—issued and 

outstanding, 5,468,433 and 5,018,435 shares (Notes 4 and 5). 

Capital in excess of par value of capital stock issued (Note 4). 

Earnings retained for use in the business (Note 3). 

4,483,000 

6,836,000 

20,882,000 

21,619,000 

10,169,000 

6,273,000 

8,955,000 

20,029,000 

Total stockholders’ equity. 

53,820,000 

45,426,000 

Commitments and contingencies (Notes 2 and 7) 




$208,124,000 

$124,567,000 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENT »F EARNINGS 


Fiscal year ended 


Sales and operating revenues. 

Cost of goods sold. 

Selling, general and administrative expenses 
Provision for depreciation and amortization 
Interest expense. 


Estimated federal income taxes: 

Current, net of $1,034,000 and $424,000 of investment tax credits 
Deferred. 


Net earnings for year. 

Earnings retained for use in the business, beginning of year . 


Dividends paid: 

On common stock 

In cash—$1.25 and $.871/2 per share 

In common stock—3%. 

On preferred stock. 


Earnings retained for use in the business, end of year . . . . 

Earnings per share based on weighted average of outstanding common shares . . . . 

Pro forma earnings per share assuming conversion of all convertible debentures and 
convertible preferred stock and exercise of all stock options. 


February 2, 
1969 
(53 weeks) 

January 28, 
1968 
(52 weeks) 

$1,028,297,000 

832,957,000 

$646,553,000 

518,398,000 

195,340,000 

128,155,000 

154,707,000 

8,265,000 

4,072,000 

99,537,000 

5,132,000 

1,355,000 

167,044,000 

106,024,000 

28,296,000 

22,131,000 

13,898,000 

40,000 

9,648,000 

500,000 

13,938,000 

10,148,000 

14,358,000 

11,983,000 

20,029,000 

15,425,000 

34,387,000 

27,408,000 

6,657,000 

6,016,000 

95,000 

4,309,000 

2,833,000 

237,000 

12,768,000 

7,379,000 

$ 21,619,000 

$ 20,029,000 

$2.65 

$2.25 

$2.42 

$2.13 


LUCKY STORES, INC. 

NOTES TO FINANCIAL STATEMENTS 


NOTE 1 — Principles of consolidation: 

The consolidated financial statements include the accounts of the Company and all its subsidiaries. All material intercompany items have been 
eliminated in consolidation. 

The consolidated financial statements include the accounts of the Eagle Complex since April 1, 1968, the date of its purchase for cash, long-term 

notes and convertible debentures. The excess of the amount paid for the assets and business of Eagle over the net tangible assets acquired amounting 

to $13,531,000 is not being amortized, since in the opinion of management the amount represents an asset with continuing value. 

During 1968, the Company acquired all the outstanding common stock of Tanne-Arden, Inc. and Brody's, Inc. and their related companies in exchange 

for 83,800 shares of $2.25 cumulative convertible preference stock. For accounting purposes, these acquisitions have been treated as poolings of interests. 
Accordingly, the financial statements for the year ended February 2, 1969 include the accounts of the Arden and Brody companies for the full year; the 
comparative financial statements for the year ended January 28, 1968 have been restated to include their results for that year. 


NOTE 2—Property, plant and equipment: 


Buildings. 

Leasehold costs and improvements. 

Fixtures and equipment. 

Less: Accumulated depreciation and amortization 

Land . 


Lucky Stores, Inc. 

February 2, 
1969 

January 28, 
1968 

$ 3,875,000 
13,082,000 
74,519,000 

$ 3,386,000 
6,574,000 
50,614,000 

91,476,000 

35,284,000 

60,574,000 

29,771,000 

56,192,000 

1,611,000 

30,803,000 

1,236,000 

$57,803,000 

$32,039,000 


Real Estate Subsidiaries 


February 2, 
1969 

January 28, 
1968 

$22,254,000 

$14,908,000 

1,520,000 

1,140.000 

23,774,000 

1,667,000 

16,048,000 

1,013,000 

22,107,000 

11,192,000 

15,035,000 

9,140,000 

$33,299,000 

$24,175,000 


Note 2 continued on next page. 









































































LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Funds provided: 

From operations: 

Net earnings for the year. 

Expenses which did not require cash outlay— 

Depreciation and amortization. 

Other . 

Proceeds from secured long-term borrowing. 

Proceeds from sale of property, plant and equipment . . 
Common stock sold upon exercise of stock options . . . 
Long-term debt issued in acquisition of the Eagle Complex . 
Preferred stock issued. 


Funds applied: 

Additions to property, plant and equipment: 

Lucky Stores, Inc. 

Real estate subsidiaries. 

Cash dividends.. 

Reduction of non-current portion of long-term obligations . . . 
Appraised value of net non-current tangible assets acquired 

in purchase of Eagle Complex. 

Excess of purchase price over amounts assigned to net tangible 

assets at date of acquisition of Eagle Complex. 

Other.. 


Increase in working capital 

Working capital: 

At beginning of fiscal year. 

At end of fiscal year. 

Increase in working capital 


Fiscal year ended 


February 2, 

January 28, 

1969 

1968 

(53 weeks) 

(52 weeks) 

. . $14,358,000 

$11,983,000 


5,132,000 


490,000 

23,116,000 

17,605,000 

. . 9,694,000 

6,938,000 

. . 286,000 

185,000 

. . 656,000 

422,000 

. . 43,000,000 

1,542,000 

76,752,000 

26,692,000 

. . 15,428,000 

7,620,000 


6,483,000 


4,546,000 

. . 2,552,000 

1,468,000 

. . 19,807,000 


. . 13,531,000 


. . 369,000 

77,000 

68,217,000 

20,194,000 

. . $ 8,535,000 

$ 6,498,000 

. . $17,996,000 

$11,498,000 

. . 26,531,000 

17,996,000 

. . $ 8,535,000 

$ 6,498,000 


NOTE 2 continued 


At February 2, 1969, all land, buildings and equipment owned by real estate subsidiaries and approximately $3,200,000 of land, buildings and equip¬ 
ment owned by Lucky Stores, Inc., were pledged to secure certain notes payable. 

Depreciation of buildings, fixtures and equipment is provided mainly by the straight line method over the estimated useful lives of the assets. 
Leasehold costs are amortized over the periods of the leases, and improvements are amortized over the shorter of their estimated useful lives or the 
periods of the leases. 

Most of the stores and certain other facilities are leased. Approximate minimum annual rentals under leases in effect at February 2, 1969 ar» 
summarized as follows: 


Fiscal Years 
ending in 


1970-71 

$11,000,000 

1972 -76 

10,500,000 

1977 - 80 

9,000,000 

1981 - 83 

7,500,000 

1984-87 

5,000,000 

1988-91 

2,500,000 

1992 - 95 

1,500,000 or less 


Leases in certain operating areas provide for additional rents based on sales in excess of specified amounts. 









































NOTE 3 —LONG-TERM OBLIGATIONS —due after one yean 


Lucky Stores, Inc.: 

5% convertible subordinated debentures, 

due April 1, 1993 . 

Unsecured 5.48% notes payable in equal 
annual installments to 1976 . . . . 
6% unsecured notes payable in annual 
installments of $1,000,000 to 1973, and 

$2,500,000 in 1974 . 

Unsecured note payable to bank with an 
interest rate %% above the bank’s 

prime rate. 

Other. 


Real estate subsidiaries: 

5Ve% to 7 5 /e% mortgage notes payable 
$2,700,000 annually, including inter¬ 
est, to 1982, $3,400,000 in 1983, and 
in decreasing amounts thereafter to 
1999 . 


February 2, 
19 6 9 


$27,866,000 

4,085,000 


6,500,000 


7,500,000 

1,134,000 

47,085,000 


32,730,000 

$79,815,000 


January 28, 
1968 


$ 4,668,000 


1,472,000 

6,140,000 


23,667,000 

$29,807,000 


The 5% convertible subordinated debentures are convertible into com¬ 
mon stock at a rate of 22.889 shares for each $1,000 in principal amount 
(equivalent to $43.69 per share). Debentures may be called at prices 
decreasing from 105% of face value in 1969 to 100% after 1989. The 
indenture provides for a sinking fund for the retirement of $1,400,000 
principal amount of debentures on April 1 of each year commencing in 1978. 

The unsecured note payable to bank is payable in annual installments of 
$300,000 from 1970 through 1973 with the balance in 1974, subject to 
acceleration dependent upon the extent of increase in earnings of the 
Eagle Complex. 

The amounts of principal maturing in the five years subsequent to Febru¬ 
ary 2, 1969 on all long-term debt are as follows: Year ending on or about 
January 31, 1970-$2,551,000; 1971-$2,939,000; 1972-$2,900,000; 
1973-$2,953,000; and 1974-$2,968,000. 

The various agreements under which the long-term notes and debentures 
were issued contain covenants which restrict the payment of cash dividends. 
Earnings retained for use in the business at February 2, 1969 exceeded the 
most restrictive of these covenants by $8,500,000. 


NOTE 4 - STOCKHOLDERS’ EQUITY: 

February 2, 

Preferred stock issued: 19 6 9 

4.2% Series A cumulative convertible, 

$50 par value—1,459 and 88,723 shares 
(redeemable after September 30, 1975; 
convertible on or before September 30, 

1975 into 1.97 shares of common 


shares for each preferred share) . . $ 73,000 

3.2% Series B cumulative, $50 par value 
-4,407 shares .. 220,000 


$1.60 convertible, without par value — 

37,000 shares. 

$2.25 cumulative convertible, without par 
value-83,800 shares at redemption 
price of $50 per share (redeemable 
after January 1, 1972; convertible on 
or before January 1, 1978 into common 
stock on a share for share basis) . 4,190,000 

$4,483,000 


January 28, 
19 6 8 


$ 4,437,000 
220,000 
1,322,000 


4,190,000 

$10,169,000 


Changes during the year in common stock and capital in excess of par 
value of capital stock issued were: 

Capital in excess 
Common Stock of par value of 
capital stock 


Balance, January 28, 1968: 

As previously reported . . 

Adjustment to state convertible 
preferred shares issued in 
pooling transactions at re¬ 
demption price .... 

As restated .... 

Approximate market value of 
common shares issued as a 
3% stock dividend on July 22, 
1968 . 

Amount received upon exercise 
of stock options .... 

Conversion of preferred stocks 
and 5% convertible sub¬ 
ordinated debentures . . 

Balance, February 2, 1969 . . 


Shares 

Amount 

issued 

5,018,435 

$6,273,000 

$12,852,000 



3,897,000 

5,018,435 

6,273,000 

8,955,000 

158,279 

198,000 

5,818,000 

45,801 

57,000 

599,000 

245,918 

308,000 

5,510,000 

5,468,433 

$6,836,000 

$20,882,000 


There are 946,300 shares of authorized but unissued common stock re¬ 
served for issuance upon conversion of preferred stocks and 5% convertible 
subordinated debentures and exercise of outstanding stock options. 


NOTE 5 - STOCK OPTION PLANS: 

Under the Qualified Stock Option Plan, options to purchase common 
stock may be granted to key employees at not less than the fair market 
value at the time of grant. No options may be exercised within two years 
from the date of the grant or after the expiration of five years. 

The following summarizes the activity during the year under the stock 
option plans. 

Common Shares 



Options 

Options 

authorized, 


outstanding 

not granted 

Balance, January 28, 1968 . 

169,891 

138,577 

Options terminated. 

(2,348) 

2,335 

Adjustments for 3% stock dividend . . 

5,529 

4,285 

Options granted at $39.75 to $50.00 per 

share . 

94,450 

(94,450) 

Options exercised (representing options 
granted during years 1963 to 1966) at 
prices ranging from $9.28 to $18.83 per 

share . 

(45,801) 


Balance, February 2, 1969 . 

221.721 

50,747 


The outstanding options at February 2, 1969 represent grants from 1964 
through 1968 at prices ranging from $14.44 to $50.00 per share. 

On January 23, 1969, the Board of Directors adopted the 1969 Qualified 
Stock Option Plan, subject to the approval of shareholders. Under the plan, 
the Company would be authorized to grant options on 300,000 shares of 
common stock prior to April 30, 1976 at prices not less than the fair 
market value of the shares at the time of the grant. 

NOTE 6 - PENSION PLANS: 

The Company provides pensions for salaried employees through a non¬ 
contributory pension plan, such provisions amounting to $628,000 in the 
year ended February 2, 1969 and $406,000 in the year ended January 28, 
1968. These provisions included estimated current service costs, interest 
on unfunded prior service cost and amortization of the unfunded prior 
service cost over a twenty-five year period. The Company’s policy is to fund 
pension costs accrued. The Company also pays for various retirement plans 
covering most employees represented by collective bargaining agreements. 

NOTE 7-LITIGATION: 

Legal proceedings have been brought against the Company for substan¬ 
tial damages under the antitrust laws and penalties under the California 
milk price control laws. Legal counsel has advised the Company that it has 
substantial defenses against these actions. Management is of the opinion 
that these legal proceedings will have no material effect upon the financial 
condition of the Company. 


Price Waterhouse & Co. 

1039 Haiimox Stmkbt 
Oakland 94612 

March 20, 1969 

To Che Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance sheet, the 
related consolidated statement of earnings and the consolidated statement 
of source and application of funds present fairly the financial position 
of Lucky Stores, Inc. and its subsidiaries at February 2, 1969, the results 
of their operations and the supplementary information on funds for the 
fiscal year (S3 weeks) then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the pre¬ 
ceding year. Our examination of these statements was made in accordance 
with generally accepted auditing standards and accordingly Included such 
tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

**■ 
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ADD TO GROWTH OF YOUR COMPANY 





-W' 


NEW MEAT PLANT IN OPERATION AT BUENA PARK 







*"* a 


A. The new facility comprises 93,000 square feet and is completely 
refrigerated. The plant is a Federal inspected operation with full-time 
United States Department of Agriculture Meat Inspector on duty. The 
new plant services all products sold in our meat department. 

B. Beef carcass holding cooler. This is the only fully automated chain 
store beef cooler in the United States. 



C. Beef quarters automatically 
move from holding cooler to 
processing tables. 

D. Meat cutter at fabricating 
tables, trimming beef ready for 
stores to cut and package. 

E. Beef cuts wrapped and ready 
for shipment to stores in re¬ 
frigerator vans. 
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Earnings and dividends per share for years prior to 1968 have been adjusted for stock dividends and prior to 1966 also adjusted for 100% stock distribution. 
See page 5 for types of stores. 
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